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June 26, 2017 
 
Marlene H. Dortch, Secretary 
Federal Communications Commission 
445 12th Street, S.W. 
Washington D.C.  20554 
 
 Re: Connect America Fund, WC Docket No. 10-90; 2013 FCC Form 481 
 
Dear Ms. Dortch: 
 

ICORE Consulting, on behalf of Bloomingdale Home Telephone Company ("the 
Company") hereby submits to the Commission a copy of the Company's completed Form 4811.  
Certain portions of the Form 481 filing include information that is confidential in nature.  
Specifically, the section entitled “Rate of Return Carrier Additional Information”2 should be 
accorded confidential treatment.  Attached please find a statement of the reasons for withholding 
the redacted materials from public inspection pursuant to 47 CFR § 0.459. 
 

Thank you for your attention to this matter.  Should you or any member of the 
Commission Staff have any questions or comments, please do not hesitate to contact us at your 
convenience.   
 
      Sincerely, 

       
 

Director of Operations 

                                                 
1 This filing is required to comply with 47 CFR §§ 54.313 and 54.422(c). 
2  The financial reports section of FCC Form 481 is identified at the Universal Service Administrative Company 
(“USAC”) website as “Section 3005” in the downloadable version and as “Section 3000” in the online filing version 
at the same USAC website.  http://www.usac.org/hc/tools/forms.aspx.  The same identical financial information is 
required in both.  The request for confidentiality applies regardless of whether the form filled out employs the 3005 
or 3000 designation. 
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CONFIDENTIALITY REQUEST AND STATEMENT OF JUSTIFICATION                           
IN COMPLIANCE WITH 47 C.F.R. §0459(b) 

 

 Bloomingdale Home Telephone Company (“Company”) is a small, privately held rural 
local exchange company based in Indiana.  The Company requests confidential treatment of 
certain information being provided to the Commission in its 2017 FCC Form 481.  The 
information is competitively sensitive and its disclosure would have a negative competitive 
consequence upon the Company were it made publicly available.  Such information would not 
ordinarily be made available to the public and should be afforded confidential treatment under 47 
CFR §0.459.    

 
Regulation Statement of support and compliance with Confidentiality requests 

47 CFR §0.459(a)(2) 
ICORE Consulting, on behalf of the Company has e-filed, through ECFS, the 
redacted version and sent via USPS Express Mail the confidential hard copy 
version (original and one copy) of its 2013 FCC Form 481. 

47 CFR §0.459(b)(1) 

The Company requests that the documentation required in the section entitled 
“Rate of Return Carrier Additional Information3, which consists of the 
Company’s financial reports, income statement, balance sheet and cash flow 
statement, be accorded confidential treatment.  The confidential information 
has been redacted from the public version with black shading.   

47 CFR §0.459(b)(2) 
The circumstances giving rise to the submission of this confidential 
information is set forth in 47 CFR § 54.313 and 47 CFR § 54.422. 

47 CFR §0.459(b)(3) 
and §0.459(b)(4) 

The information for which confidentiality is sought is financial in nature, 
including balance sheet, income statement, and statement of cash flows.   

47 CFR §0.459(b)(5) 

There is robust competition in the telecommunications market today, 
including wireless, VoIP providers, and cable television providers to name a 
few.  Financial data such as the amount of cash on hand, amount of debt, and 
revenue by source are all examples of information that competitors would not 
receive in the normal course of business. 

47 CFR §0.459(b)(6) 
The financial information is disclosed only within the Company, and 
furthermore is only provided (1) members of senior management, or (2) those 
employees who require this information to perform their jobs.    

47 CFR §0.459(b)(7) 
The Company has not previously released this information to third parties 
without the execution of a non-disclosure agreement. 

47 CFR §0.459(b)(8) 
The Company requests that the information be held by the Commission as 
confidential indefinitely.   

 

                                                 
3  The financial reports section of FCC Form 481 is identified at the Universal Service Administrative Company 
(“USAC”) website as “Section 3005” in the downloadable version and as “Section 3000” in the online filing version 
at the same USAC website.  http://www.usac.org/hc/tools/forms.aspx.  The same identical financial information is 
required in both.  The request for confidentiality applies regardless of whether the form filed out employs the 3005 
or 3000 designation. 
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625 S. Dan Jones Road  Avon, IN  46123 
Phone: (317) 839-9136   Fax: (317) 839-9177   kempercpa.com 

 
 

INDEPRENDENT AUDITOR’S REPORT 
 
 
Board of Directors and Stockholders of 
Bloomingdale Home Telephone Company, Inc. 
 
We have audited the accompanying financial statements of Bloomingdale Home Telephone Company, 
Inc. (an Indiana corporation), which comprise the balance sheets as of December 31, 2016 and 2015, and 
the related statements of income and retained earnings, and cash flows for the years then ended, and the 
related notes to the financial statements. 

 
Management's Responsibility for the Financial Statements  
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor's Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the Unites States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity's preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.  
 
Opinion  
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Bloomingdale Home Telephone Company, Inc. as of December 31, 2016 and 2015, 
and the results of operations and cash flows for the years then ended in accordance with accounting 
principles generally accepted in the United States of America. 
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Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated February 27, 
2017, on our consideration of Bloomingdale Home Telephone Company, Inc.’s internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters.  The purpose of that report is to describe the scope of 
our testing of internal control over financial reporting and compliance and the results of that testing, and 
not to provide an opinion of the internal control over financial reporting or on compliance.  That report is 
an integral part of an audit performed in accordance with Government Auditing Standards and should be 
considered in assessing the results of our audit.  
 
 

 
Kemper CPA Group LLP 
Avon, Indiana  
February 27, 2017 
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2016 2015

ASSETS
Current Assets

Cash
Certificates of deposit
Investments
Accounts receivable
Other receivables
Inventory

Prepaid expenses
Total Current Assets

Certificates of deposit

Property, plant and equipment, net
Other assets

Total Assets

LIABILITIES AND STOCKHOLDER'S EQUITY

Current Liabilities
Accounts payable
Taxes payable
Customer deposits

Current portion of long-term debt

Total Current Liabilities

Long-term debt, net

Deferred tax liability, net

Total Liabilities

Stockholder's Equity
Capital stock - common, par value

 issued and outstanding

Retained earnings

Total Stockholder's Equity

Total Liabilities and Stockholder's Equity

BLOOMINGDALE HOME TELEPHONE COMPANY, INC.
BALANCE SHEETS

AS OF DECEMBER 31, 2016 AND 2015

The accompanying notes are an intergral part of the financial statements.
 3
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2016 2015

OPERATING REVENUES
Local service
Toll service
Internet
Interstate revenue
Intrastate revenue
Miscellaneous

Total Operating Revenues

OPERATING EXPENSES
Plant specific operations
Plant nonspecific operations
Depreciation and amortization
Customer operations
Corporate operations
Operating taxes

Total Operating Expenses

Loss from Operations

OTHER INCOME (EXPENSE)
Interest expense on long-term debt
Investment income, net
Penalties

Total Other Expense

LOSS BEFORE INCOME TAXES

INCOME TAX EXPENSE (BENEFIT)
Current income taxes
Deferred income taxes

Total Income Tax Expense (Benefit)

NET LOSS

RETAINED EARNINGS - Beginning of Year

RETAINED EARNINGS - End of Year

Loss Per Share

BLOOMINGDALE HOME TELEPHONE COMPANY, INC.
STATEMENTS OF INCOME AND RETAINED EARNINGS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

The accompanying notes are an intergral part of the financial statements.
4
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2016 2015

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net income to cash flows

to net cash provided by operating activities:
Depreciation
Amortization
Deferred income tax provision, net
Unrealized (gain) loss on value of investments
Change in operating assets and liabilities

Accounts receivable
Other receivables
Inventory
Prepaid expenses
Accounts payable
Taxes payable
Other current liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures
Proceeds from investments
Purchase of investments

Net cash used by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from notes payable

Principal repayments of notes payable

Net cash provided (used) by financing activities

Net increase (decrease) in cash

CASH - beginning of year

CASH - end of year

Supplemental Disclosures
Cash paid for interest

BLOOMINGDALE HOME TELEPHONE COMPANY, INC.
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

The accompanying notes are an integral part of the financial statements.
5
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BLOOMINGDALE HOME TELEPHONE COMPANY, INC. 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015 

6 
 

 
Note 1 - NATURE OF OPERATIONS 

 
Bloomingdale Home Telephone Company, Inc. (the Company) was incorporated on April 20, 1922 for the 
purpose of providing local telephone service to the residents of Bloomingdale, Indiana. The Company 
currently provides local telephone and internet service to approximately  customers and  
internet customers. The operating plant and equipment was originally funded through loans from the Rural 
Utility Service (RUS). 

 
Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
Basis of Accounting – The accompanying financial statements have been prepared on the accrual basis of 
accounting. The accounting policies of the Company conform to accounting principles generally accepted in 
the United States of America and reflect the practices appropriate to the telecommunications industry. The 
accounting records of the Company are maintained in accordance with the uniform system of accounts 
prescribed by the Indiana Utility Regulatory Commission (the Commission). Additionally, these financial 
statements have been prepared in accordance with the requirements and formats prescribed by the Rural 
Utilities Service, an agency of the United States government. 
 
Accounts Receivable - The Company carries its accounts receivable at cost less an allowance for doubtful 
accounts.  On a periodic basis, the Company evaluates its accounts receivable and establishes an allowance 
for doubtful accounts, based on a history of past write-offs and collections and current conditions. Late fees 
are calculated on overdue balances and the Company reserves the right to waive or suspend these late charges. 
For the years ended December 31, 2016 and 2015, management has determined that no allowance was 
necessary. 
 
Inventory – Inventory, which consists of roofing materials and related supplies, is valued at the lower of cost 
or market, with cost being determined using the average cost method. 
 
Property, Plant and Equipment – The Company records property and equipment at cost if purchased and 
capitalizes all construction related direct labor, materials and indirect cost. The Company capitalizes major 
renewals and betterments that substantially increase the lives of existing assets. Maintenance, repairs, and 
minor improvements are expensed as incurred.  
 
Income Taxes - The Company has adopted the Income Taxes Topic of the FASB Accounting Standards 
Codification.  The Accounting Standards requires use of the liability method of accounting for deferred 
income taxes. The Company believes that it has appropriate support for any tax positions taken, and as such, 
does not have any uncertain tax positions that are material to the financial statements. Bloomingdale Home 
Telephone Company, Inc. is generally no longer subject to U.S. federal and state tax examinations by taxing 
authorities for years before 2013. 
  
Revenue Recognition - Revenues primarily consist of charges for the provision of local telephone exchange 
service; compensation for carrying interstate and intrastate long-distance traffic on the Company’s local 
networks; the provision of long distance service; and charges for (i) leasing, selling, installing and 
maintaining customer premise equipment, (ii) providing billing and collection services, (iii) providing internet 
services.  Revenues are recognized as services or products are delivered. 
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BLOOMINGDALE HOME TELEPHONE COMPANY, INC. 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015 
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Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Compensation for interstate access service is received through tariffed access charges filed by the National 
Exchange Carrier Association, Inc. (NECA) with the Federal Communications Commission (FCC) on behalf 
of the member companies.  These access charges are billed by the Company to the interstate interexchange 
carriers, and pooled with like revenues from all NECA member companies. The portion of the pooled access 
charge revenue received by the Company is based upon the nationwide average schedule cost of providing 
interstate access service, plus a return on the investment dedicated to providing that service. The Company 
recognized interstate access revenues under the terms of NECA pooling arrangements of and  

during 2016 and 2015, respectively. 
 
Compensation for intrastate access services is received through tariffed access charges filed with the 
Commission. These access charges are billed to the intrastate long distance toll carriers and are retained by the 
Company. 
 
Use of Estimates - The presentation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions that affect 
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of revenues and expenses during the reporting period. 
Actual results could differ from those estimates. 
 
Reclassification - Certain amounts in the 2015 financial statements have been reclassified to conform to 2016 
presentation with no effect on previously reported retained earnings. 
 
Note 3 – CERTIFICATES OF DEPOSIT 

 
The Company has invested in various certificates of deposit with several banks. The original maturities of 
these certificates of deposit range between three to four years, are recorded at cost, and earn interest at the 
rates ranging from    
 
Note 4 – INVESTMENTS 
 
The Company has invested in various mutual funds. Although market values of the investments are subject to 
fluctuations on a year-to-year basis, management believes the investment program is prudent for the long-
term welfare of the Company. As of December 31, 2016 and 2015 investments consisted of the following: 
 

 

Mutual Funds 
Total 
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BLOOMINGDALE HOME TELEPHONE COMPANY, INC. 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015 
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Note 4 – INVESTMENTS (continued) 
 
For the years ended December 31, 2016 and 2015, net investment income consisted of the following: 
 

 2016  2015 
Interest and dividends 

Unrealized gains (losses) 

Totals 

Note 5 – PROPERTY, PLANT AND EQUIPMENT 
 

Telephone plant in service at December 31, 2016 and 2015 is stated at cost.  The major classes of the 
telephone plant as of December 31 are: 
 

 2016  2015 

Land 

Mobile equipment 

Furniture and fixtures 

Transportation 

Plant and equipment 

Other work equipment 

Construction in progress 

Total 

  

Accumulated depreciation

Net 

The Company provides for depreciation on a straight-line basis at annual rates which will amortize the 
depreciable property over its estimated useful life. Individual plant depreciable rates are as follows: 
 

Mobile equipment 
Furniture and fixtures 
Transportation 
Plant and equipment 
Other work equipment 
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BLOOMINGDALE HOME TELEPHONE COMPANY, INC. 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015 
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Note 6 – LONG-TERM DEBT 
 
Long-term debt includes the following at December 31:  
 

 2016  2015 

Rural Utility Service, payable in monthly 
installments of  bearing an annual 
interest rate of , due on  
secured by assets of the Company. 

  

Rural Utility Service, payable in monthly 
installments of , bearing an annual 
interest rate of , 
secured by assets of the Company. 

First Financial Bank, payable in monthly 
installments of , bearing an annual 
interest rate of prime, which was  
for 2016, plus  
secured by shareholder property and 
personal guarantee. 

First Merchants Bank, payable in monthly
installments of  

  
secured by assets of the Company. 

Total long-term debt 
Less: current maturities 
Less: debt issuance costs 
   Long-term debt, net 

 
The maturities of long-term debt for each of the succeeding five years subsequent to December 31, 2016 are 
as follows: 
 

For the Years Ended December 31, 
2017 
2018 
2019 
2020 

Thereafter 
  

Total 
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NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015 
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Note 7 - RETIREMENT PLAN 

 
The Company sponsors an Individual Retirement Account Plan which is administered by The Lincoln 
National Pension Insurance Company. The plan is a Simplified Employee Pension Plan and makes 
discretionary contributions to all qualified employees. Contributions for the years ended December 31, 2016 
and 2015 were  respectively. 
 
Note 8 - INCOME TAXES 

 
Deferred income tax assets and liabilities components are as follows:    
 

Long term deferred tax asset 

Long term deferred tax liability 

  

Net long term deferred tax liability 
 
At December 31, 2016 and 2015, the Company has a net operating loss carryforward of approximately 

 and  available to reduce future taxable income, respectively.  The deferred tax assets and 
liabilities result primarily from differences in recording depreciation for income tax and financial reporting 
purposes.   
 
The Company has adopted the provision of FASB ASC 740-10. The Company has evaluated its exposure 
resulting from uncertain tax positions and determined the exposure is not material to the financial statements.  
Therefore, these financial statements do not include a liability for uncertain tax positions.   

 
Note 9 - FAIR VALUE MEASUREMENT 
 
The Company uses appropriate valuation techniques based on the available inputs to measure fair value of its 
investments using a fair value hierarchy of three broad levels, Level 1, Level 2 and Level 3 that prioritizes the 
inputs to valuation techniques used to measure fair value. The fair value hierarchy gives the highest priority to 
quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to 
unobservable inputs (Level 3).  
 
Level 1 Fair Value Measurements – Fair values are based on quoted prices (unadjusted) in active markets for 
identical assets or liabilities that are accessible at the measurement date. 
 
Level 2 Fair Value Measurements – Fair values are based on inputs other than quoted market prices included 
in Level 1 that are observable for the asset or liability, either directly or indirectly.  Observable inputs include 
quoted prices for similar assets or liabilities in active or non-active markets and may also include insignificant 
adjustments to market observable inputs.  The Company did not have investments using Level 2 fair value 
measurement for years ended December 31, 2016 and 2015. 
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Note 9 - FAIR VALUE MEASUREMENT (continued) 
 
Level 3 Fair Value Measurements – Fair values are based on unobservable input used for valuing the asset or 
liability. Unobservable inputs are those that reflect the plan’s own assumptions about the assumption that 
market participants would use in pricing the asset, based on the best information available in the 
circumstances. The Company did not have investments using Level 3 fair value measurement for years ended 
December 31, 2016 and 2015. 
 
The following table presents the carrying amounts and estimated fair values of the Company's financial 
instruments at December 31, 2016 and 2015.  FASB Statement 107, Disclosures About Fair Value of 
Financial Instruments, defines the fair value of a financial instrument as the amount at which the instrument 
could be exchanged in a current transaction between willing parties. 

          

December 31, 2016   

Quoted 
Prices in 
Active 

Markets for 
Identical 
Assets  

(Level 1)   

Observable 
Inputs Used 

To 
Determine 

Price 
(Level 2)   

Significant 
Unobservabl
e Inputs Used 
 to Determine 

Price  
(Level 3) 

 
Mutual funds 

 
December 31, 2015 

 
Mutual funds 

 
NOTE 10 – RISKS AND UNCERTANTIES  
 
The Company invests in various investment securities. Investment securities are exposed to various risks such 
as interest rate, market, and credit risks. Due to the level of risk associated with certain investment securities, 
it is at least reasonably possible that changes in the values of investment securities will occur in the near term 
and that such changes could materially affect the amounts reported. 
 
Note 11 – SUBSEQUENT EVENTS 
 
The Company has evaluated subsequent events through February 27, 2017, which is the date financial 
statements were available to be issued.  No material subsequent events were identified which would require 
disclosure and/or adjustment to the financial statements as of December 31, 2016. 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH  
GOVERNMENT AUDITING STANDARDS 

 
 

Board of Directors and Stockholders of 
Bloomingdale Home Telephone Company, Inc. 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of Bloomingdale Home 
Telephone Company, Inc. (an Indiana corporation), which comprise the balance sheets as of December 31, 
2016 and 2015, and the related statements of income and retained earnings and cash flows for the years 
then ended, and the related notes to the financial statements, and have issued our report thereon dated 
February 27, 2017. 

 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered Bloomingdale Home 
Telephone Company, Inc.’s internal control over financial reporting (internal control) to determine the 
audit procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Bloomingdale 
Home Telephone Company, Inc.’s internal control. Accordingly, we do not express an opinion on the 
effectiveness of Bloomingdale Home Telephone Company, Inc.’s internal control. 

  
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of 
the company’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe 
than a material weakness, yet important enough to merit attention by those charges with governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may 
exist that were not identified. We did identify certain deficiencies in internal control, described in the 
accompanying schedule of findings and responses that we consider to be a material weakness. Finding 
2016-1 and 2016-2. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether Bloomingdale Home Telephone Company, 
Inc.’s financial statements are free of material misstatement, we performed tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could 
have a direct and material effect on the determination of financial statement amounts. However, providing 
an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do 
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards. 
 
Bloomingdale Home Telephone Company, Inc.’s Responses to Findings 
   
The Company’s responses to the finding identified in our audit are described in the accompanying 
schedule of findings and questioned costs. The Company’s response was not subjected to the auditing 
procedures applied in the audit of the financial statements and, accordingly we express no opinion. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the company’s 
internal control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the company’s internal control and compliance. 
Accordingly, this communication is not suitable for any other purpose. 
 

 
 
Kemper CPA Group, LLP 
Avon, Indiana 
February 27, 2017 
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BLOOMINGDALE HOME TELEPHONE COMPANY, INC. 
SCHEDULE OF FINDINGS AND RESPONSES 

DECEMBER 31, 2016 
 

FINDING 2016-1 Lack of Segregation of Duties  
 
Criteria: A basic premise of internal control is that no one employee should have access to both physical 
assets and the related accounting records or all phases of a transaction. 
 
Condition: We noted a lack of segregation of duties exists with respect to all functions of the Company’s 
operations including the general ledger and cash accounts.  
 
Cause: The Company is a small closely held corporation and does not currently see the need to segregate 
duties among limited employees.  
 
Effect: Because all duties are performed by the same individual, the Company is at risk for misstatements 
to occur and not be prevented or detected in the processing of transactions.  
 
Recommendation: We recommend that duties among the Company be segregated to the extent possible. 
 
Management’s Response: Management acknowledges the issue, however, they believe those in place are 
capable of properly performing the duties assigned. 
 
FINDING 2016-2 Preparation of internal financial statements and related note disclosures 
 
Criteria: We are required to give consideration to the Company’s ability to prepare financial statements 
and related note disclosures, as well as the oversight of the financial reporting process by those charged 
with governance. 
 
Condition: The Company does not have in place controls that would assure the preparations of internal 
financial statements and related note disclosures in accordance with generally accepted accounting 
principles. 
 
Cause: The Company is a small closely held corporation and does not currently employ a CPA or 
someone with suitable knowledge to draft required financial statements and disclosures. 
 
Effect: The Company engages the independent auditors to draft the financial statements, which includes 
drafting the primary financial statements and the disclosures, as well as performing procedures to ensure 
that the disclosures are complete. Once drafted, the financial statements are submitted to the Company for 
review and approval. 
 
Recommendation: While this practice is common and practical, we must inform those charged with 
governance that this must be considered a material weakness in internal control since the financial 
statement preparation cannot be performed in-house. 
 
Management’s Response: Management acknowledges the issue, however, they believe those in place are 
capable of properly performing the duties assigned. 
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REPORT ON COMPLIANCE WITH ASPECTS OF CONTRACTUAL 

AGREEMENTS AND REGULATORY REQUIREMENTS FOR 
ELECTRIC BORROWERS 

 
 

Board of Directors and Stockholders of 
Bloomingdale Home Telephone Company, Inc. 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards issued 
by the Comptroller General of the United States, the financial statements of Bloomingdale Home Telephone 
Company, Inc. (an Indiana corporation), which comprise the balance sheets as of December 31, 2016 and 
2015, and the related statements of income and retained earnings and cash flows for the years then ended, 
and the related notes to the financial statements, and have issued our report thereon dated . In accordance 
with Government Auditing Standards, we have also issued our report dated February 27, 2017, on our 
consideration of Bloomingdale Home Telephone Company, Inc.’s internal control over financial reporting 
and on our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements 
and other matters. No reports other than the reports referred to above and our schedule of findings and 
recommendations related to our audit have been furnished to management. 
 
In connection with our audit, nothing came to our attention that caused us to believe that Bloomingdale Home 
Telephone Company, Inc. failed to comply with the terms, covenants, provisions, or conditions of their loan, 
grant, and security instruments as set forth in 7 CFR Part 1773, Policy on Audits of Rural Utilities Service 
Borrowers, §1773.33 and clarified in the RUS policy memorandum dated February 7, 2014, insofar as they 
relate to accounting matters as enumerated below. However, our audit was not directed primarily toward 
obtaining knowledge of noncompliance. Accordingly, had we preformed additional procedures, other matters 
may have come to our attention regarding Bloomingdale Home Telephone Company, Inc.’s noncompliance 
with the above-referenced terms, covenants, provisions, or conditions of the contractual agreements and 
regulatory requirements, insofar as they relate to accounting matters. In connection with our audit, we noted 
no matters regarding Bloomingdale Home Telephone Company, Inc.’s accounting and records to indicate 
that Bloomingdale Home Telephone Company, Inc. did not: 
 
Maintain adequate and effective accounting procedures:  

Utilize adequate and fair methods for accumulating and recording labor, material, and overhead costs, and 
the distribution of these costs to construction, retirement, and maintenance or other expense accounts;  

Reconcile continuing property records to the controlling general ledger plant accounts;  

Clear construction accounts and accrue depreciation on completed construction;  

Record and properly price the retirement of plant; 

Seek approval of the sale, lease or transfer of capital assets and disposition of proceeds for the sale or lease 
of plant, material, or scrap;  

Maintain adequate control over materials and supplies;  

Prepare accurate and timely Financial and Operating Report; 
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Obtain written RUS approval to enter into any contract for the management, operation, or maintenance of the 
borrower's system if the contract covers all or substantially all of the electric system;  

Disclose material related party transactions in the financial statements, in accordance with requirements for 
related parties in generally accepted accounting principles;  

Record depreciation in accordance with RUS requirements (See RUS Bulletin 183-1, Depreciation Rates and 
Procedures); 

Comply with the requirements for the detailed schedule of deferred debits and deferred credits; and 

Comply with the requirements for the detailed schedule of investments. 

This report is intended solely for the information and use of the board of directors, management, and the RUS 
and supplemental lenders and is not intended to be and should not be used by anyone other than these 
specified parties. However, this report is a matter of public record and its distribution is not limited.  

 

 
 
Kemper CPA Group, LLP 
Avon, Indiana 
February 27, 2017 
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